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CONFIDENTIAL STATE 286985 
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SUBJECT: DECEMBER DPC - NATO AWACS 

REFS: (A) STATE 286270, DTG 0100292 DEC. 77 
(B) USNATO 12032, DTG 109582 DEC. 77 

1 . REF B POINTS OUT THAT SUMS MENTIONED IN PARAS 3 AND 4 
REF A REQUIRED NOW FOR INITIAL R AND D ON THE NATO AWACS 
COMMON COMPUTER DO NOT ACCURATELY REFLECT FACT THAT A 
PORTION OF THE FUNDS REMAINING IN THE NATO AWACS (NAPO) 

ACCOUNT ARE CREDITED TO THE UK, AND ARE THUS NOT AVAILABLE 
FOR MINISTERS TO RE-DIRECT FOR INITIAL R AND D ON THE 
NATO AWACS PROGRAM. REF B FURTHER POINTS OUT THAT SYG 
LUNS' REPORT TO MINISTERS (PO(77)165) SUGGESTS THAT 
"MINOR SHARE" NATIONS CONTRIBUTE 50,000 DOLLARS EACH IN 
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ADDITIONAL FUNDING NEEDED FOR THIS PURPOSE AND THAT US 
AND FRG CONTRIBUTE REMAINDER, THUS COUNTING CANADA AS A 
"MINOR SHARE" NATION. CANADA HAS IN FACT FROM THE 
BEGINNING OF NATO AWACS COST SHARING NEGOTIATIONS BEEN 
COUNTED AS A "MAJOR SHARE" NATION, AND WE BELIEVE CANADA 
SHOULD ALSO ASSUME A "MAJOR SHARE NATION" PORTION OF THE 
COMMON COMPUTER R AND D INITIAL FUNDING. 
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2. ADDRESSEES SHOULD THEREFORE AMEND PARAS 3 AND 4 OF 
REF A AS FOLLOWS: 

A. IN PARA 3, CHANGE JUNE 1975 TO JUNE 1976 PER 
REF B; 

B. REPLACE LAST 3 SENTENCES OF PARA 3 WITH FOLLOWING: 

QUOTE: ABOUT 3 MILLION DOLLARS REMAIN IN THE KITTY; 
HOWEVER OF THIS ABOUT 1.1 MILLION DOLLARS WILL BE NEEDED 
TO FINANCE NAPO ACTIVITIES THROUGH JUNE, 1987, WHEN WE AN- 
TICIPATE A PROGRAM START, AND ABOUT 350,000 DOLS. IS STTLL 
CREDITED TO THE UK ACCOUNT AND CONSEQUENTLY IS NOT 
AVAILABLE FOR INITIAL COMPUTER R AND D ON THE NATO AW ACS 
PROGRAM. THUS SOME 1.55 MILLION DOLLARS IS AVAILABLE 
WHICH, IF MINISTERS APPROVE, COULD BE DIVERTED TO THE 
INITIAL COMPUTER R AND D WORK URGENTLY NEEDED NOW. 
MINISTERIAL ENDORSEMENT AT THE DPC FOR THE EXPENDITURE 
OF THESE FUNDS FOR COMPUTER R AND D IS NEEDED. END 
QUOTE. 

C. PLEASE REPLACE PARA 4, REF A WITH FOLLOWING: 

QUOTE 4. IN ADDITION, ABOUT 3 MILLION DOLLARS IN 
ADDITIONAL FUNDING IS NEEDED FOR COMPUTER R AND D BETWEEN 
JANUARY AND JUNE, 1978. SYG LUNS HAS PROPOSED A FORMULA 
WHEREBY FUNDS WILL BE COMMITTED BY ALL NATIONS. (WE 
AGREE WITH LUNS THAT THIS HAS IMPORTANT POSITIVE 
POLITICAL IMPLICATIONS FOR THE PROGRAM). LUNS IS 
SUGGESTING THAT THE "MINOR SHARE" NATIONS CONTRIBUTE A 
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TOKEN 50,000 DOLLARS EACH, "WITH THE BALANCE BEING 
SHARED AMONG GERMANY AND US IN A MANNER TO BE AGREED BY 
THESE TWO NATIONS..." WHILE WE AGREE WITH SYG LUNS 
THAT "MINOR SHARE" NATIONS SHOULD NOT BE ASKED FOR MORE 
THAN A TOKEN COMMITMENT TO COMPUTER R AND D AT THIS TIME, 
WE BELIEVE THAT SINCE CANADA HAS FROM THE BEGINNING OF 
NATO AWACS COST-SHARING NEGOTIATIONS BEEN TREATED AS 
A "MAJOR SHARE" NATION CANADA SHOULD ALSO CONTRIBUTE 
MORE THAN A TOKEN SHARE TO THE INITIAL COMPUTER R AND D. 

IF THE NINE "MINOR SHARE" NATIONS EACH CONTRIBUTE 

50.000 DOLLARS EACH, THE REMAINING SUM TO BE APPORTIONED 
AMONG THE THREE "MAJOR SHARE" NATIONS (US, FRG, AND 
CANADA) WOULD BE 3,000,000 DOLLARS. WE BELIEVE AN 
ALLOCATION BETWEEN THE US, FRG, AND CANADA IN COMPARABLE 
PROPORTION TO THE RELATIVE AIRCRAFT PROCUREMENT SHARES 
APPEARING IN THE "NATIONAL" SUGGESTIONS FOR THE THREE 
MAJOR SHARE NATIONS IN THE LUNS REPORT WOULD BE A 
REASONABLE (AND PROBABLY THE ONLY VIABLE) SOLUTION: 
US-1,530,000 DOLLARS; FRG - 1,1 15,000 DOLLARS; CANADA - 

355.000 DOLLARS. IF MINISTERS ENDORSE THIS GENERAL 
APPROACH, AS WE HOPE THEY WILL, WE WILL UNDERTAKE THE 
REQUIRED CONSULTATIONS WITH THE CONGRESS WITH A VIEW TO 
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MAKING OUR CONTRIBUTION ON OR ABOUT 1 JANUARY 1978. VANCE 
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(B) USNATO 12032, DTG 109582 DEC. 77 

1 . REF B POINTS OUT THAT SUMS MENTIONED IN PARAS 3 AND 4 
REF A REQUIRED NOW FOR INITIAL R AND D ON THE NATO AWACS 
COMMON COMPUTER DO NOT ACCURATELY REFLECT FACT THAT A 
PORTION OF THE FUNDS REMAINING IN THE NATO AWACS (NAPO) 
ACCOUNT ARE CREDITED TO THE UK, AND ARE THUS NOT AVAILABLE 
FOR MINISTERS TO RE-DIRECT FOR INITIAL R AND D ON THE 
NATO AWACS PROGRAM. REF B FURTHER POINTS OUT THAT SYG 
LUNS' REPORT TO MINISTERS (PO(77)165) SUGGESTS THAT 
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"MINOR SHARE" NATIONS CONTRIBUTE 50,000 DOLLARS EACH IN 
ADDITIONAL FUNDING NEEDED FOR THIS PURPOSE AND THAT US 
AND FRG CONTRIBUTE REMAINDER, THUS COUNTING CANADA AS A 
"MINOR SHARE" NATION. CANADA HAS IN FACT FROM THE 
BEGINNING OF NATO AWACS COST SHARING NEGOTIATIONS BEEN 
COUNTED AS A "MAJOR SHARE" NATION, AND WE BELIEVE CANADA 
SHOULD ALSO ASSUME A "MAJOR SHARE NATION" PORTION OF THE 
COMMON COMPUTER R AND D INITIAL FUNDING. 

2. ADDRESSEES SHOULD THEREFORE AMEND PARAS 3 AND 4 OF 
REF A AS FOLLOWS: 

A. IN PARA 3, CHANGE JUNE 1975 TO JUNE 1976 PER 
REF B; 

B. REPLACE LAST 3 SENTENCES OF PARA 3 WITH FOLLOWING: 

QUOTE: ABOUT 3 MILLION DOLLARS REMAIN IN THE KITTY; 
HOWEVER OF THIS ABOUT 1.1 MILLION DOLLARS WILL BE NEEDED 
TO FINANCE NAPO ACTIVITIES THROUGH JUNE, 1987, WHEN WE AN- 
TICIPATE A PROGRAM START, AND ABOUT 350,000 DOLS. IS STTLL 
CREDITED TO THE UK ACCOUNT AND CONSEQUENTLY IS NOT 
AVAILABLE FOR INITIAL COMPUTER R AND D ON THE NATO AWACS 
PROGRAM. THUS SOME 1.55 MILLION DOLLARS IS AVAILABLE 
WHICH, IF MINISTERS APPROVE, COULD BE DIVERTED TO THE 
INITIAL COMPUTER R AND D WORK URGENTLY NEEDED NOW. 
MINISTERIAL ENDORSEMENT AT THE DPC FOR THE EXPENDITURE 
OF THESE FUNDS FOR COMPUTER R AND D IS NEEDED. END 
QUOTE. 

C. PLEASE REPLACE PARA 4, REF A WITH FOLLOWING: 

QUOTE 4. IN ADDITION, ABOUT 3 MILLION DOLLARS IN 
ADDITIONAL FUNDING IS NEEDED FOR COMPUTER R AND D BETWEEN 
JANUARY AND JUNE, 1978. SYG LUNS HAS PROPOSED A FORMULA 
WHEREBY FUNDS WILL BE COMMITTED BY ALL NATIONS. (WE 
AGREE WITH LUNS THAT THIS HAS IMPORTANT POSITIVE 
POLITICAL IMPLICATIONS FOR THE PROGRAM). LUNS IS 
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SUGGESTING THAT THE "MINOR SHARE" NATIONS CONTRIBUTE A 
TOKEN 50,000 DOLLARS EACH, "WITH THE BALANCE BEING 
SHARED AMONG GERMANY AND US IN A MANNER TO BE AGREED BY 
THESE TWO NATIONS..." WHILE WE AGREE WITH SYG LUNS 
THAT "MINOR SHARE" NATIONS SHOULD NOT BE ASKED FOR MORE 
THAN A TOKEN COMMITMENT TO COMPUTER R AND D AT THIS TIME, 
WE BELIEVE THAT SINCE CANADA HAS FROM THE BEGINNING OF 
NATO AWACS COST-SHARING NEGOTIATIONS BEEN TREATED AS 
A "MAJOR SHARE" NATION CANADA SHOULD ALSO CONTRIBUTE 
MORE THAN A TOKEN SHARE TO THE INITIAL COMPUTER R AND D. 

IF THE NINE "MINOR SHARE" NATIONS EACH CONTRIBUTE 
50,000 DOLLARS EACH, THE REMAINING SUM TO BE APPORTIONED 
AMONG THE THREE "MAJOR SHARE" NATIONS (US, FRG, AND 
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CANADA) WOULD BE 3,000,000 DOLLARS. WE BELIEVE AN 
ALLOCATION BETWEEN THE US, FRG. AND CANADA IN COMPARABLE 
PROPORTION TO THE RELATIVE AIRCRAFT PROCUREMENT SHARES 
APPEARING IN THE "NATIONAL" SUGGESTIONS FOR THE THREE 
MAJOR SHARE NATIONS IN THE LUNS REPORT WOULD BE A 
REASONABLE (AND PROBABLY THE ONLY VIABLE) SOLUTION: 

US-1,530,000 DOLLARS; FRG - 1,1 15,000 DOLLARS; CANADA - 
355,000 DOLLARS. IF MINISTERS ENDORSE THIS GENERAL 
APPROACH, AS WE HOPE THEY WILL, WE WILL UNDERTAKE THE 
REQUIRED CONSULTATIONS WITH THE CONGRESS WITH A VIEW TO 
MAKING OUR CONTRIBUTION ON OR ABOUT 1 JANUARY 1978. VANCE 
UNQUOTE VANCE 
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